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March 15, 2007

To the Board of Commissioners and the Citizens of
Washtenaw County:

The Comprehensive Annual Financial Report (CAFR) of Washtenaw County for the year ended
December 31, 2006, is submitted herewith. It was prepared by staff in the Finance Department
with significant assistance from the accounting personnel in the Treasurer's Office, Drain
Commissioner's Office, Public Works, Road Commission, Community Support and Treatment
Services, Public Health, and other County departments. Responsibility for both the accuracy of
the presented data and the completeness and fairness of the presentation, including all
disclosures, rests with the County.

State law requires that every general-purpose local government publish within six months of the
close of each fiscal year a complete set of audited financial statements. This report is published
to fulfill that requirement for the fiscal year ended December 31, 2006.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatement.

Rehmann Robson, Certified Public Accountants, have issued an unqualified (“clean”) opinion on
Washtenaw County’s financial statements for the year ended December 31, 2006. The
independent auditor’s report is located at the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors’
report and provides a narrative introduction, overview, and analysis of the basic financial
statements. MD&A complements this letter of transmittal and should be read in conjunction
with it.



PROFILE OF THE GOVERNMENT

Washtenaw County, incorporated in 1827, is located in the southeast region of Michigan's Lower
Peninsula, approximately 40 miles west of Detroit. The County encompasses 28 cities, villages
and townships, settings range from urban to rural and small town to suburban.
It is the sixth largest county in the State of Michigan, with an estimated 2006 population of
347,111. Sixty-five percent of the County’s population resides in four main areas. Its major
cities are Ann Arbor and Ypsilanti, with estimated populations of 113,237 and 20,919,
respectively. The County’s two largest townships are Ypsilanti and Pittsfield, with estimated
populations of 53,017 and 34,530, respectively. It covers an area of approximately 710 square
miles. The County seat is located in the City of Ann Arbor. Washtenaw County is empowered
to levy a property tax, the primary source of funding, on both real and personal property located
within its boundaries.

The governmental structure of Washtenaw County is based upon the State Constitution and the
general laws of the State of Michigan. The County's legislative body, and its administrative
body for many functions, is the County Board of Commissioners. The Board consists of eleven
commissioners elected by direct vote from single-member districts every two years. In addition
to the Board of Commissioners, there are fifteen elected officials serving the County in judicial,
administrative, or staff officer roles. An organization chart depicting the County structure is
shown on the page following this letter.

Washtenaw County provides a full range of services in the following community of interest
areas: public safety and justice, emergency preparedness and response, planning and
environment, housing and homelessness, health, children’s well-being, civic infrastructure,
support services, and other customer specific services (for the blind and physically disabled and
veterans). The County is responsible for the management and financing of these operations.
Other services are provided through legally separate entities. The Washtenaw County Building
Authority, although legally separate, functions as a department because its sole purpose is to
finance and construct the County’s public buildings, and therefore has been included as an
integral part of the County’s financial statements. Washtenaw County is also financially
accountable for five legally separate component units: Department of Public Works Projects,
Drain  Commissioner, Hazardous Material Response Team Authority, Brownfield
Redevelopment Authority and Road Commission, all of which are reported separately within the
County’s financial statements. Additional information on all of these legally separate entities
can be found in the notes to the financial statements (See Note I.A.).

The Board of Commissioners is required to adopt a final operating budget prior to the beginning
of each fiscal year. This annual budget serves as the foundation for Washtenaw County’s
financial planning and control. The budget is approved and budgetary control is exercised at the
department level. Expenditures may not exceed budgeted appropriations at the department level.
Departments are authorized to make budget adjustments up to $10,000 within established
categories of their budget. The County Administrator is authorized to make budget adjustments
within and between categories of budgets up to $100,000 or 10% of the budget, whichever is
less. Budget adjustments greater than this must be approved by the Board of Commissioners.



Local Economy

Washtenaw County’s vibrant economy is centered on seven business sectors. Major industries
located within the government’s boundaries or in close proximity include alternative energies,
automotive research and development, engineering and production, homeland security and
defense, imaging and vision, information technologies, life sciences, and printing and online
information. In addition, many high quality educational institutions, most notably the University
of Michigan and Eastern Michigan University, and healthcare facilities are located within our
borders. The County also is a significant economic presence thanks to the vast array of services
provided by more than 1,200 employees. The innovative-based economy in the County is
thriving.

Because of its location in a region with a varied economic base, unemployment has been
consistently below the state and national averages, 6.8 and 4.6 percent respectively. During the
first half of the last decade, the unemployment rate decreased from 2.0 percent (1997) to a
decade low of 1.6 percent (1999). Although Washtenaw County has one of the healthiest
economies in the state, manufacturing layoffs and job losses in trade, transportation, and utilities
affected the local unemployment rate. Since 2000, the unemployment rate steadily rose to a
decade high and current rate of 4.4 percent (2006).

Unemployment is expected to increase above the national average in the wake of Pfizer Global
Research & Development’s decision to close its Ann Arbor operations and eliminate 2,100
positions. As the County realizes the full impact of Pfizer’s departure, the trickle-down effect
could result in 2,000 to 4,000 additional job eliminations for contract workers, temporary
employees and lost business in the surrounding retail industries.

Even though the loss of Pfizer will be felt on multiple economic fronts and uncertainty of the
future looms, unemployment is expected to remain at or below the state average for four reasons.
First, state and local officials and business leaders vow for an “aggressive strategy” to make up
for the impending loss and to keep the displaced workers in the County. Many believe that the
opportunity has been provided to speed up the life-science industry in the area. Second, business
growth continues to increase with new investments by General Motors for equipment
replacement and renovations, Google for an office building to house over 1,000 employees,
Hyundai for a research center and Toyota for a technology campus. Third, it is estimated that
the labor force in the local region will continue increasing 3 percent annually for each of the next
several years due to continued population growth and new entrants, high school and college
graduates, into the work force. Finally, above average employment growth rates in the region are
projected among health care, professional, construction and repair, management, sales, and
service occupations. Jobs in the County are expected to increase by 39,190 or 14.8 percent by
2012.

Washtenaw County has maintained strong population growth over the past two decades. This
growth is expected to continue in the foreseeable future. Our 2000 Census population was
322,770. The estimated 2030 population is 448,020. Over 48% of our residents 25 years and
older have completed four or more years of college. The median household income of our
residents is over 17% higher than that of the State of Michigan and over 25% higher than the
United States as a whole. Personal income figures for our citizens have risen significantly in
recent years, over 38% since 1995. This indicates a healthy economy and a higher standard of
living for our residents.



Washtenaw County’s total equalized value of taxable property has more than doubled over the
last ten years. The equalized value of taxable property has realized an average 8.8% increase in
growth per year for the past five consecutive years. The County remains in good financial
condition, as is demonstrated by the financial statements and schedules included in this report.
The County’s total equalized value of taxable property for 2006 was approximately $18.5
billion, an increase over the prior year of $1.0 billion, or roughly 5.8%. The economic base of
the County is continuing to increase.

During the past six years, the government’s expenses related to judicial, general government,
public safety, health and social services have increased in amount, but have consistently
remained within two percent of their category of total expenses (a six-year average of 13.6
percent, 10.5 percent, 27.4 percent, 22.1 percent and 16.0 percent, respectively). Judicial
expenses increased for trial court operations and activities. General government expenses
increased for facilities management because of higher utility costs, and risk management because
of legal counsel and attorney fees for pending lawsuits. In the case of public safety, much of the
increase reflects increased staffing levels and additional medical services, food and supplies
being needed due to the elevated number of inmates. Increased costs for health and social
services are products of continuing quality services and programs for at risk populations.

The growth in parks and recreations expenses over the past six years reflects an increase in
recreational activities and programs, as well as major land acquisitions under the Natural Areas
Preservation program and development of the 35-mile Border-to-Border Trail, a non-motorized
multi-use trail connecting to Livingston County in the north and Wayne County in the southeast.

During the past six years, the government’s expenses related to public works have decreased not
only in amount, but also as a percentage of total expenses (a six-year decrease of 25 percent).
This decrease is due to the discontinuation of the solid waste revenue sharing program.

During the same six-year period, charges for services increased in amount annually through 2005
and dropped 15 percent during 2006 from the previous year, but have continued to decrease as a
percentage of total revenue (a six-year decrease of 6.4 percent). The reason for this decline is
the relative increase in expenses related to services that are not supported by fees and charges
(e.g., public safety); thus, as taxes have increased to support these services, so has the proportion
of total revenue generated by taxes.

Operating grants and contributions increased in amount (a six-year increase of 43.9 percent), but
has remained relatively stable, of total revenues at 31.6 percent. Operating grants and
contributions revenues increased as grant awards provided additional funding of new and
existing programs in the areas of health, social services, general government, and public safety
activities.

Property tax revenue not only increased in amount, 88.9 percent from six years ago, but also as
the percentage of total revenue (a six year average of 42.9 percent), almost half of the revenue
collected during 2006. Property taxes increased by approximately $7.4 million (8.4 percent over
the prior year). This increase is the product of increased taxable values and residential growth.
An increase of $19.5 million or 37.4 percent that occurred over prior years was a result of
accelerated revenue recognition pursuant to Public Act 357 of 2004, which serves as a substitute
for state revenue sharing payments.
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During the past six years, the government’s revenues related to capital grants and contributions,
and grants and contributions not restricted to specific programs have decreased not only in
amount, but also as a percentage of total revenues (a six-year decrease of 93.7 percent and 95.0
percent, respectively). Decreases in both these revenue categories reflect programs that have
ended, received funding reductions and/or funding has been discontinued.

Long-Term Financial Planning

Unreserved, undesignated fund balance in the general fund (8.5 percent of total general fund
expenditures and transfers out) falls within policy guidelines set by the Board of Commissioners
for budgetary and planning purposes. The Board has continued its commitment to plan future
budgets to meet the goal of a reserve for subsequent years representing 8.0% of General Fund
expenditures and transfers out.

The Board of Commissioners has committed to ensure the long-term fiscal stability of the
County. The County has operated very deliberately over the past several years, making sound
financial decisions to keep from having to react to a crisis situation. However, the 2006/07
adopted budget includes the use of certain non-General Fund reserves and the extra property tax
revenue realized from the shift from a December to July tax levy as a means to stabilize the
organization. The real challenge will be in 2008.

The five year projections demonstrate a good financial outlook, but assume an expenditure
reduction by 2008. The reduction will be addressed through four identified cost saving measures
that must be researched and acted upon prior to the adoption of the 2008/09 budget, including:
additional police services revenue by moving to an incremental cost model; savings in salary,
medical and pension costs through the identification of cost-containment strategies and
negotiated labor contracts; re-evaluating the commitment to the human services departments for
personnel costs; and determining if the policy to freeze/waive the cost allocation plan for human
services and county grants can continue.

The County continues to struggle with the obligation to maintain our current infrastructure while
striving to advance systems integration, which typically involved additions and modifications to
existing infrastructure. The primary struggle revolves around the prioritization of funding for
projects within fiscal constraints. There simply is not enough money to do everything that is
needed, so difficult decisions must be made. Ongoing maintenance and operating costs must be
provided for current business to continue. The Board of Commissioners has continued with the
appropriations to the County’s capital budgets, including 1/8™ mill for building repair and
maintenance.

The County has advanced significantly in its efforts to evaluate its operations, focus on who does
what best, and identify its customer needs. These same concepts will carry Washtenaw County
through these tough economic times as they continue into the future. The primary focus will be
continued systems integration with Communities of Interests coupled with internal cost saving
measures.



Relevant Financial Policies

In October 2004, the State legislature passed legislation that shifted the timing of property tax
payments to create a revenue stream that, for the next seven years or so, will offset the reduction
in state revenue sharing. The measure gradually moves up property tax collections from the
winter to the summer over three years, beginning July, 2005. Counties annually transfer from
this pool the exact amount of funding that would have been available through state revenue
sharing. Each year the State publishes the allowable spending amount that can be transferred
from the reserve fund. The allowable spending amount is calculated using the growth in the U.S.
Consumer Price Index from the State’s 2004 and 2005 fiscal years. The inflation rate used for
fiscal year 2006 was 3.3%.

Major Initiatives

There are many internal and external variables that limit the County’s financial outlook. These
constraints impact the County’s ability to fund requests for enhancements or increases in
resource allocations. Several factors have made the overall cost of doing business higher than in
the past. The major influences on the fiscal environment of the County are:

O Outside Agency Funding— The County allocates a set of funds to community
organizations.  Outside agencies are defined as non-profit entities outside the
organization with which the County contracts for the provision of services. Over 1.5
million of General Fund dollars fund outside agencies through Board of Commissioner
priorities. Contracts for provision of services are executed with each agency, and each
agency’s performance is overseen by a County department.

O Police Services Methodology Review — The conversation about the appropriate way in
which to offer police services have been ongoing for many years. The key issue is who
should pay for police services; the new methodology provides for the gradual elimination
of the subsidy the County has traditionally provided to contracting entities.
The Board of Commissioners decided to phase in the new methodology in order to
accommodate the needs of local contracting entities. During 2006, contracting costs
were limited to the scheduled 6% increase. In 2007, the contracting entities will assume
overtime costs associated with police services. Finally, in 2008/09, a completely
different methodology will be implemented (the “incremental cost model”), in which the
local units will be responsible for paying the full cost of their police services.

O Public Safety & Justice Initiative — This initiative began during 2004 with the
establishment of the Criminal Justice Collaborative Council (CJCC) and the development
of a comprehensive strategic plan for ending jail overcrowding and enhancing the public
safety and justice system. On August 3, 2005, the Board of Commissioners adopted a
plan that would expand jail beds, upgrade support areas within the jail, provide for a new
district court and allow for alternative sanctions through a probation residential center
and mental health diversion program. These immediate public safety and justice
concerns have been incorporated in the space plan as presented below.
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QO Strategic Space Plan — The purpose of this plan is to establish long-term infrastructure
discussion and a framework to assist in guiding those decisions and to identify urgent or
intermediate needs and provide options for addressing them. Various efforts were used
to identify needs including expert opinion, stakeholder input, and the public perspective.
The result of these efforts is that eleven major infrastructure needs were identified. Major
infrastructure needs include: expansion of jail beds, jail infrastructure upgrades,
expansion of support systems in the jail due to increased capacity, jail diversion options,
14A-1 District Court, renovation of downtown Ann Arbor Courthouse, construction of a
new facility for the Juvenile Division of Family Court, reconfiguration of 555 Towner,
relocation of Employment Training and Community Services, construction of a secure
data center and upgrade of the County’s network connectivity. Each of the above will be
addressed within the context of the 20 year space plan. Planning principles and tying
space planning with the biennial planning process will ensure that projects are aligned
with Board of Commissioner priorities and other infrastructure projects.

In addition to departmental operations, each county service is dependent on the infrastructure of
space, technology and professional development. Without a strong plan in each of these areas,
business will not be successful. Washtenaw County has continually progressed in its approach
to providing infrastructure in an integrated manner. As with all government agencies,
Washtenaw County faces the challenge of ever increasing needs and opportunities with limited
resources. It is essential that these resources be used in a wise manner to serve citizens. The
provision of infrastructure resources revolves around one coordinated plan with three priorities:

= Ensuring the stability of existing infrastructure — There is a temptation to focus
resources on expansion and new capabilities at the expense of maintaining what we
already have. It is crucial that the County ensures that the foundation that has been built
remains solid and current with the times.

= Business continuity - The events of the last few years have driven home the message
that we live in a fundamentally different world, today. Our reliance on technology makes
it critical that those capabilities are not interrupted. The County has made great advances
in making plans to ensure the critical business operations are not interrupted in the case
of a disaster.

= Systems integration - By looking at core businesses and integrating structures and
processes where possible, the County can reduce redundancies and expand the capacity
of the system as a whole. The progress made in systems integration has been dramatic
over the last two years with major initiatives in Support Services, Planning &
Environment, and Health. A primary purpose of infrastructure is to support the
transitions from individual departments to integrated service delivery systems.

Finally, an infrastructure plan with technology, capital improvement, and professional
development components provide strategies for employees, programs and departments in support
of the organizational goals of Washtenaw County. Therefore, the governance of our
infrastructure is critical in ensuring that our delivery systems are efficient and effective and that
our employees have what they need to provide world class services.
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AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to Washtenaw County, Michigan for its comprehensive
annual financial report (CAFR) for the fiscal year ended December 31, 2005. This was the 16th
consecutive year that the County has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, the County must publish an easily readable and efficiently organized
CAFR that satisfied both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
CAFR continues to meet the Certificate of Achievement Program’s requirements, and we are
submitting it to the GFOA to determine its eligibility for another certificate.

In addition to the Certificate of Achievement, the County also received the GFOA’s
Distinguished Budget Presentation Award for its budget for the biennium period beginning
January 1, 2006. In order to qualify for the Distinguished Budget Presentation Award, the
County's budget document was judged as a policy document, a financial plan, an operations
guide, and a communication device.

The preparation of this report on a timely basis was made possible by the dedicated service of
Finance Department accounting staff and the accounting personnel from the Treasurer's Office,
Drain Commissioner's Office, Public Works, Road Commission, Community Support and
Treatment Services, Public Health and other County departments, as well as advice from
Rehmann Robson. | wish to express my appreciation and acknowledge those who assisted and
contributed to the preparation of this report:

Dan Ackerman Florice Boelter Janet Gilkey
Roberta Allen Sue Bos Kirsten Osborn
Terry Ballantyne Peter Collinson Pat Willis
Kelly Belknap Dick Eckoff Xiaohong Wu
Don Bilbey Tina Gavalier

Credit also must be given to the Board of Commissioners for their unfailing support for
maintaining the highest standards of professionalism in the management of Washtenaw County’s
finances.

Sincerely,

Robert E. Guenzel
County Administrator/Controller
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INDEPENDENT AUDITORS’ REPORT

March 15, 2007

To the Board of Commissioners
of Washtenaw County
Ann Arbor, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of WASHTENAW COUNTY, MICHIGAN as of and for the year ended
December 31, 2006, which collectively comprise the County’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of Washtenaw County’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Employment Training and Community Services Fund, which
represents 4.2% of the assets and 18.9% of the revenues of the aggregate remaining fund information and
0.2% of the assets and 4.2% of the revenues of the governmental activities. Also, we did not audit the
financial statements of the Washtenaw County Road Commission, which represents 71.3% of the assets
and 84.1% of the revenues of the aggregate discretely presented component units. Those financial
statements were audited by other auditors whose reports were furnished to us, and our opinion, insofar as
it relates to the amounts included for the Employment Training and Community Services Fund and
Washtenaw County Road Commission, is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basis for
our opinions.

675 Robinson Road = P. O. Box 449 = Jackson, Michigan 49204 = 517.787.6503 Fax 517.788.8111= www.rehmann.com
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of Washtenaw County, Michigan, as of
December 31, 2006, and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary comparisons for the General Fund and Major Special Revenue
Funds for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 15,
2007 on our consideration of Washtenaw County, Michigan’s internal controls over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

The Management’s Discussion and Analysis on pages 3-16 and the employees’ retirement system
information on pages 82 and 83 are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Washtenaw County’s basic financial statements. The introductory section, combining and
individual fund financial statements and schedules, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual fund financial statements and schedules have been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, in our opinion,
based upon our audit and the reports of other auditors, are fairly presented, in all material respects, in
relation to the basic financial statements taken as a whole. The introductory and statistical sections have
not been subjected to the auditing procedures applied by us and the other auditors in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

Relssaeprter
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Washtenaw County, Michigan we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County for the fiscal
year ended December 31, 2006. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal, which can
be found on pages i—viii of this report, and the accompanying basic financial statements.

Financial Highlights

The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$185,428,839 (net assets). Of this amount, $88,273,601 (unrestricted net assets) may be
used to meet the government’s ongoing obligations to citizens and creditors.

The County’s total net assets increased by $21,483,268 during 2006. Approximately half of
this increase is attributable to the main program revenue area of operating grants and
contributions and the general revenue area of property taxes.

As of the close of the current fiscal year, the County’s governmental funds (this includes the
general, special revenue, debt service and capital projects funds) reported combined ending
fund balances of 115,048,596, an increase of $37,358,830 in comparison with the prior year.
Ninety-two percent of the ending fund balances are subject to the underlying limitations
applicable to the particular special revenue, debt service and capital project funds.
Approximately 8 percent of this total amount, $8,352,216, is available for spending at the
government’s discretion only (general fund unreserved, undesignated fund balance).

The general fund had a surplus of $401,959 for 2006. At the end of the year, unreserved fund
balance for the general fund was $8,352,216, or approximately 8.5 percent of total general
fund expenditures and transfers out. Total fund balance for the general fund was $8,493,285.
The County’s investment in capital assets increased by $6,891,335 during 2006.

The County’s total bonded debt, excluding delinquent tax notes, increased by $22,785,000
during the current fiscal year.

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the County as a whole
(government-wide financial statements) and present a longer-term view of the County’s finances.
Fund financial statements tell how these services were financed in the short-term as well as what
remains for future spending. Fund financial statements also report the County’s operations in more
detail than the government-wide statements by providing information about the County’s most
significant funds.



The remaining statements provide financial information about activities for which the County acts
solely as a trustee or agent for the benefit of those outside of the government. The notes to the
financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

In addition to the basic financial statements and accompanying notes, this report also presents required
supplementary information. This is limited to a schedule concerning the County’s progress in funding
its obligation to provide pension benefits to certain employees.

Reporting the County as a Whole

The Statement of Net Assets and the Statement of Activities. One of the most important questions
asked about the County’s finances is, “Is the County as a whole better off or worse off as a result of
this year’s activities?” The Statement of Net Assets and the Statement of Activities report information
about the County as a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar to
the accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid.

These two statements report the County’s net assets and changes in them. One can think of the
County’s net assets — the difference between assets and liabilities — as one way to measure the
County’s financial health, or financial position. Over time, increases or decreases in the County’s net
assets are one indicator of whether its financial health is improving or deteriorating. During 2006, the
net assets of the County increased by $21.5 million.

The Statement of Net Assets and the Statement of Activities, present information about the following:

Governmental activities. All of the County’s basic services are considered to be governmental
activities, including legislative, judicial, general government, public safety, public works, health,
social services, culture and recreation, and other activities. Property taxes, intergovernmental revenue,
and charges for services finance most of these activities.

Business-type activities. Other functions of the County that are intended to recover all or a significant
portion of their costs through user fees and charges are considered to be business-type activities.
These include delinquent tax collections and property foreclosures.

Component units. The County includes four legally separate entities in its financial statements: the
Washtenaw County Department of Public Works Projects, the Washtenaw County Drain
Commissioner, the Washtenaw County Hazardous Materials Response Authority and the Washtenaw
County Road Commission. Although legally separate, these “component units” are important because
the County is financially accountable for them.

Financial information for these component units are reported separately from the financial information
presented for the primary government itself. The Washtenaw County Building Authority, although
also legally separate, functions for all practical purposes as a department of the County, and therefore
has been included as an integral part of the primary government.

The government-wide financial statements can be found on pages 17-19 of this report.



Reporting the County’s Most Significant Funds

Fund Financial Statements. The fund financial statements provide detailed information about the
most significant funds - not the County as a whole. Some funds are required to be established by State
law and by bond covenants. However, the County establishes many other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities for using
certain taxes, grants, and other money. The County’s two primary kinds of funds — governmental and
proprietary — use different accounting approaches.

Governmental funds. Most of the County’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called the modified
accrual basis of accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund statements provide a detailed short-term view of the
County’s general governmental operations and the basic services it provides.

Governmental fund information helps one determine whether there are more or fewer financial
resources that can be spent in the near future to finance the County’s programs. Because the focus of
governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The County maintains 31 individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general, community support and treatment services, parks and
recreation, revenue sharing reserve, county debt service, and county capital project funds, each of
which are considered to be major funds. Data from the other 25 governmental funds are combined into
a single, aggregated presentation. Individual fund data for each of these nonmajor governmental funds
is provided in the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 20-30 of this report.

Proprietary funds. The County maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The County uses enterprise funds to account for delinquent tax operations and
property foreclosures. Internal service funds are an accounting device used to accumulate and allocate
costs internally among the County’s various functions. The County uses internal service funds to
account for support services provided to other departments, which includes phone services, fleet,
facilities management, insurance, duplicating and copier replacement, mail services and payroll fringe
benefits. Because these services predominantly benefit governmental rather than business-type
functions, they have been included within governmental activities in the government-wide financial
statements.



Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
delinquent tax operations and other enterprise funds. Conversely, all internal service funds are
combined into a single, aggregated presentation in the proprietary fund financial statements.
Individual fund data for the internal service funds is provided in the form of combining statements
elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 31-34 of this report.

Reporting the County’s Fiduciary Responsibilities

The County is the trustee, or fiduciary, for certain amounts held on behalf of others. Fiduciary funds
are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the County’s own programs. The County’s fiduciary activities are
reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets. The
accounting used for fiduciary funds is much like that used for proprietary funds. The County is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

The basic fiduciary fund financial statements can be found on pages 35-36 of this report.

Additional Information

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 39-81 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information. This is limited to a schedule concerning the
County’s progress in funding its obligation to provide pension benefits to certain employees. Required
supplementary information can be found on pages 82 and 83 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds and
internal service funds are presented immediately following the required supplementary information.
Combining and individual fund statements and schedules can be found on pages 84-117 of this report.

Financial Analysis of the County as a Whole

The government-wide financial analysis focuses on the net assets and changes in net assets of the
County’s governmental and business-type activities. As noted earlier, net assets may serve over time
as a useful indicator of a government’s financial position. As the following table demonstrates, the
County’s assets exceeded its liabilities by $185,428,839 at December 31, 2006.



Washtenaw County's Net Assets

Governmental activities Business-type activities Total
2006 2005 2006 2005 2006 2005
Current and other assets $ 146,437,976 128,440,906  $ 22,615,409 $ 20,037,428 % 169,053,385 148,478,334
Capital assets 123,301,798 116,410,463 123,301,798 116,410,463
Total assets 269,739,774 244,851,369 22,615,409 20,037,428 292,355,183 264,888,797
Long-term liabilities outstanding 69,458,113 47,905,323 12,011,586 10,011,207 81,469,699 57,916,530
Other liabilities 24,938,695 42,723,293 517,950 303,403 25,456,645 43,026,696
Total liabilities 94,396,808 90,628,616 12,529,536 10,314,610 106,926,344 100,943,226
Net assets:
Invested in capital assets, net
of related debt 90,342,374 80,296,301 90,342,374 80,296,301
Restricted 6,812,865 6,676,094 - - 6,812,865 6,676,094
Unrestricted 78,187,727 67,250,358 10,085,873 9,722,818 88,273,600 76,973,176
Total net assets $ 175,342,966 154,222,753 $ 10,085,873  $ 9,722,818 $ 185,428,839 163,945,571

By far, the largest portion of the County’s net assets, $90,342,374 (48.7 percent), is its investment in
capital assets (i.e., land, buildings, vehicles and equipment), net of any related debt used to acquire
those assets that is still outstanding. The County uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the County’s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

An additional portion of the County’s net assets, $6,812,864 (3.7 percent), represents resources that
are subject to external restrictions on how they may be used. The remaining balance of unrestricted
net assets, $88,273,601 (47.6 percent), may be used to meet the government’s ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, the County is able to report positive balances in all three
categories (invested in capital assets-net of related debt, restricted and unrestricted) of net assets, both
for the government as a whole, as well as for its separate governmental and business-type activities.
The same situation held true for the prior year.



Revenue:

Program revenue:
Charges for services
Operating grants and contributions
Capital grants and contributions

General revenue:
Property taxes
Grants and contributions not

restricted to specific programs

Other

Total revenue

Expenses:
Legislative
Judicial
General government
Public safety
Public works
Health
Social services
Culture and recreation
Other activities
Interest on long-term debt
Delinquent tax collections
and related activities

Total expenses

Increase in net assets before transfers
Transfers

Increase in net assets

Net assets - beginning

Net assets - end of year

Washtenaw County's Changes in Net Assets

Governmental activities Business-type activities Total

2006 2005 2006 2005 2006 2005
29,738,776  $ 32,766,765  $ 3,566,189 3,048,951 33,304,965 $ 35,815,716
61,329,306 60,027,293 11,960 27,424 61,341,266 60,054,717
76,441 211,159 - - 76,441 211,159
95,271,757 87,864,506 - - 95,271,757 87,864,506
366,250 457,637 - - 366,250 457,637
4,150,209 2,558,336 763,766 (141,666) 4,913,975 2,416,670
190,932,739 183,885,696 4,341,915 2,934,709 195,274,654 186,820,405
539,323 722,185 - - 539,323 722,185
24,021,026 22,588,152 - - 24,021,026 22,588,152
17,350,638 18,760,566 - - 17,350,638 18,760,566
46,907,810 45,341,263 - - 46,907,810 45,341,263
869,372 608,029 - - 869,372 608,029
38,859,023 35,694,857 - - 38,859,023 35,694,857
30,222,984 26,681,106 - - 30,222,984 26,681,106
7,998,879 6,891,231 - - 7,998,879 6,891,231
4,506,919 4,336,497 - - 4,506,919 4,336,497
1,375,511 1,027,653 - - 1,375,511 1,027,653
- - 1,218,973 905,801 1,218,973 905,801
172,651,485 162,651,539 1,218,973 905,801 173,870,458 163,557,340
18,281,254 21,234,157 3,122,942 2,028,908 21,404,196 23,263,065
2,838,959 2,546,616 (2,759,887) (1,921,574) 79,072 625,042
21,120,213 23,780,773 363,055 107,334 21,483,268 23,888,107
154,222,753 130,441,980 9,722,818 9,615,484 163,945,571 140,057,464
175,342,966  $ 154,222,753  $ 10,085,873 9,722,818 185,428,839  $ 163,945,571

The County’s net assets increased by $21.5 million during the current fiscal year; $21.1 million
increase for governmental activities and $0.4 million increase for business-type activities.



Governmental activities. Overall, total revenues exceeded total expenses by $18.3 million, thereby
accounting for 85.1 percent of the total growth in the net assets during 2006. Total revenues for
governmental activities increased $7.0 million over the prior year. Key elements of this increase are as
follows:

= Property taxes increased by approximately $7.4 million (8.4 percent) during the year. This
increase is the product of increased taxable values and residential growth.

= The other revenue category increased by $1.6 million (61.5 percent) during the year due to
investment earnings.

= QOperating grants and contributions for governmental activities increased by $1.3 million (2.2
percent) during the year. Grant awards and contributions furnished additional resources to
supplement programs in the area of social service activities.

= The above mentioned increases are offset by decreases in charges for services ($3.0 million)
and grants and contributions ($.2 million) for both categories, capital and not restricted to
specific programs. The 9.3 percent decrease in charges of services during 2006 was because
of decreased volume in real estate transfers, new mortgages, refinancing and vital records
requests for general government activities and lower immunization, maternal support and
substance abuse services for health activities. The 33.8 percent decrease in grants and
contributions in 2006 is a result of less miscellaneous, refund, reimbursement and rental
revenues during the year.

2006 & 2005 Expenses and Program Revenues - Governmental Activities
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Overall, total expenses for governmental activities increased $10.0 million during the year. The
functional areas that comprise most of this increase are social services ($3.5 million), health ($3.2
million), public safety ($1.6 million) and judicial ($1.4 million) activities.

Cost increases in the social services area were for community development, community support and
treatment services, and housing and homelessness initiatives. Costs increased in health operations
because of the County’s initiative to provide residents affordable insurance and heath care services.
Costs increased in Sheriff’s operations because of increased staffing levels and additional medical
services, food and supplies being needed due to the elevated number of inmates. Jail overcrowding
also increases costs when the County boards inmates out to other jurisdictions. Costs increased in
judicial activities for trial court operations. Other increases closely paralleled inflation and the growth
in demand for services.

2006 Revenue by Source - Governmental Activities
$190,932,739
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Business-type activities. Business-type activities increased the County’s net assets by $0.36 million.
Key elements of the current year increase are as follows:

= Charges for services revenue for business-type activities increased $517,238 in comparison
to the prior year due to higher delinquent tax and property foreclosure activity during 2006.
Expenditures increased by $313,172 due to salary and fringe benefit expenses for collection
activity.

= The other revenue category increased by $.9 million (61.5 percent) during the year due to
investment earnings.

2006 & 2005 Expenses and Program Revenues - Business-type
Activities
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Financial Analysis of the County’s Funds

As noted earlier, Washtenaw County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the County’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending
fund balances of $115,048,596, an increase of $37,358,830 in comparison with the prior year. Ninety-
two percent of the ending fund balances are subject to the underlying limitations applicable to the
particular special revenue, debt service and capital project funds. The other eight percent of this total
amount, $8,352,216, is available for spending at the government’s discretion only (general fund
unreserved, undesignated fund balance). The remainder of fund balance is reserved to indicate that it
is not available for new spending because it has already been committed for land acquisition under the
natural area preservation program, as the funding source to replace state revenue sharing, and for
improvements to existing assets and new construction for capital projects, as well as for long-term
advances and prepaid items.

-11-



The general fund is the chief operating fund of the County. At the end of the current fiscal year,
unreserved fund balance of the general fund was $8,352,216, while total fund balance was $8,493,285.
As a measure of the general fund’s liquidity, it may be useful to compare unreserved fund balance to
total fund expenditures. Unreserved fund balance represents 8.5 percent of total general fund
expenditures and transfers out. This level of unreserved fund balance in the general fund meets the
Board of Commissioners formal adopted policy, as well as the Government Finance Officer’s
Association recommended practices.

The fund balance of the County’s general fund increased by $401,959 during the current fiscal year.
This is primarily attributable to growth in property taxes, as previously discussed, relative to
government-wide governmental activities.

The financial position of the community support and treatment services fund improved by $142,142
during 2006. Total fund balance at the end of the year is $1,046,464.

The parks and recreation fund had a total fund balance of $19,129,708, which increased $1.9 million
in the current year. The growth in fund balance is attributable to a voter-approved millage for the
purpose of acquiring land under the natural areas preservation program. Fund balance will be used in
subsequent years as the land acquisitions are completed.

The revenue sharing reserve fund had a total fund balance of $43,016,850, an increase of $13.8
million during 2006. This fund is mandated by the State of Michigan and accounts for accelerated
property tax collections to serve as a substitute for state revenue sharing payments. Annual tax
payments, each equal to 1/3 of the annual property tax levy, were placed in this fund over the past
three years, 2004-2006. Beginning in 2004 the County started withdrawing monies from this fund
equal to the fiscal 2004 state revenue sharing payments adjusted for inflation. The County will
continue drawing down revenue sharing from the reserve fund using an inflationary factor over the
prior year amount. This fund will decline approximately $6,000,000 per year in the future until the
fund balance is exhausted.

The county debt service fund had a nominal fund balance of $936 at year end. This fund accounts for
the resources, including a voter-approved millage beginning in 2007, accumulated and payments made
for principal and interest on long-term general obligation debt that financed certain building
improvements and a new emergency communications system.

The county capital projects fund accounts for renovations and modification of existing facilities, new
capital construction projects and the purchase of capital equipment. The county capital projects fund
has a total fund balance of $36,965,926. In addition, maintenance to existing facilities such as
replacement of roof systems, carpeting, and other interior finishes are also funded by the county
capital projects fund. The net increase in fund balance during the current year in the county capital
projects fund was $22,075,277 and is attributable to the issuance of capital improvement bonds in the
amount of $23.8 million to fund the County’s Enhanced Emergency Communications System.

Proprietary funds. The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the delinquent tax, other enterprise and internal service funds at the end of
the year amounted to $8,140,331, $1,945,542 and $2,417,965, respectively. The delinquent tax fund
had a decrease in net assets for the year of $103,278, whereas the other enterprise funds had an
increase of $466,333 and the internal service funds had a decrease of $813,866. Other factors
concerning the finances of the delinquent tax fund have already been addressed in the discussion of
the County’s business-type activities.
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General Fund Budgetary Highlights

General fund revenues (including transfers in) increased by $1.2 million from the original to the final
budget. This was attributable to an increase in the budget amount of $540,000 for property tax
revenues. The shift of the County’s tax levy, from December 1 to July 1, has resulted in the
recognition of increased taxable values and residential growth six months sooner than in the past. The
budget amount for investment income was increased by $370,000 due to interest earnings. There was
also a budget amount increase of $294,000 for intergovernmental revenues primarily from
contributions from local entities for the Washtenaw Health Plan, the County’s indigent health care
program (a corresponding adjustment was also made to transfers out for the disproportionate share
hospital [DSH] payments), and federal grant revenue for emergency management services. Finally,
other small increases in charges for services and other revenues also took place.

There was a corresponding $1.2 million increase (1.3%) between the original and final amended
expenditure budget (including transfers out). The budget amount for public safety activities increased
$1.7 million for sheriff - police services, dispatch and jail overcrowding ($1.6 million) and a nominal
increase for prosecuting attorney activities ($155,000) for personnel services and extradition costs.
The County held $700,000 in reserves and undesignated allocation for the jail because of the history
of overcrowding and the increased costs associated with it. There was a budget amount increase of
$305,000 for social services activities, primarily due to human services agency contracts. Prior to
2006 multiple human service departments provided oversight to outside agencies. This budget
adjustment was made to allocate the funding from multiple oversight departments to one department
(children services) to monitor. There was a budget increase of $346,000 for general government
activities in the areas of human resources (consultants and contracts for temporary services, costs
associated with updating the County’s equal employment opportunity plan, fit for duty evaluations
and compensation analysis) and clerk register (for personnel services and agency contract costs). A
small increase for probate court services also took place.

It should be noted that there was a $1.7 million decrease in the budget for transfers out which partially
offset the needed budget increase for public safety, as discussed above, after the use of jail reserves
allocated to the sheriff department. In addition, there was a $426,000 budget increase in the other
unallocated expenditure category because certain budgeted transfers out were not made during 2006.
Other unallocated expenditures were designated as transfers out in the original budget, then
reclassified later in the year as other services and charges, and have final budget amounts in that
expenditure category, but no original budget amounts.

Overall during the year, actual general fund revenues, including other financing sources, were more
than the final budget. Actual general fund expenditures, including other financing uses, were less than
the final budget. Actual revenues were higher than actual expenditures. This resulted in an increase in
the actual fund balance of $401,959, which was more than the final amended budget amount of
$250,000.
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Capital Asset and Debt Administration

Capital assets. The County’s investment in capital assets for its governmental activities as of
December 31, 2006, amounted to $123,301,798 (net of accumulated depreciation). This investment in
capital assets includes land, buildings, improvements, and machinery and equipment. The total increase
in the County’s investment in capital assets for the current fiscal year was 5.9 percent. The County’s
business-type activities have no capital assets.

Major capital asset events during the current fiscal year included the following:

= Parks and Recreation acquired land in the amount of $5.7 million under the Natural Areas
Preservation Program.

= Construction in progress as of the close of the fiscal year had a balance of $627,212. The
County has active construction projects that include Parks and Recreation’s border-to-border
trail development, and capital projects that include enhancement to the emergency
communications system and jail construction and improvements.

= Various building additions/improvements were completed during the year resulting in a net
increase to capital assets of $.96 million.

= Other capital improvements, including landscaping and parking lot improvements, resulted
in a net increase to capital assets of $.6 million.

= Machinery and equipment as of the close of the fiscal year had a balance of $4.7 million.
The decrease of $.5 million from the prior year is a result of a slightly higher amount of
disposals than new purchases.

Washtenaw County’s Capital Assets
(net of depreciation)

Governmental activities

2006 2005
Land $ 24854169 $ 19,166,242
Construction in progress 627,212 476,723
Buildings 83,484,895 82,523,165
Improvements other than buildings 9,641,094 9,045,714
Machinery and equipment 4,694,428 5,198,619
Total $ 123,301,798 $ 116,410,463

Additional information on the County’s capital assets can be found in note 111.C on pages 60-63 of
this report.
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Long-term debt. At the end of the current fiscal year, the County had total bonded debt outstanding
of $68,400,000. This entire amount comprises debt backed by the full faith and credit of the County.

Washtenaw County’s Outstanding Debt
General Obligation

Governmental activities Business-type activities Total
2006 2005 2006 2005 2006 2005
General obligation bonds $ 56,400,000 $ 35615000 $ - 3 - $ 56,400,000 $ 35,615,000
Delinquent tax notes - - 12,000,000 10,000,000 12,000,000 10,000,000
Total $ 56,400,000 $ 35615000 $ 12,000,000 $ 10,000,000 $ 68,400,000 $ 45,615,000

The County’s total debt increased by $22,785,000 (50 percent) during the current fiscal year. The
County retired debt of $2,965,000 in general obligation bonds and $10,000,000 in delinquent tax notes
during 2006.

The only new borrowing during the year was $23,750,000 in general obligation bonds for
governmental activities for an upgrade to the County’s Enhanced Emergency Communications
System and $12,000,000 in delinquent tax notes for business-type activities. Debt service
requirements for general obligation bonds of $4,205,000 and interest of $1,873,791 are payable during
2007. The principal payment for delinquent tax notes of $12,000,000 and an interest payment of
$570,685 are due February 15, 2007.

The County has an “Aa2” rating for both general obligation bonds and tax notes from Moody’s. The
County has an “AA+” rating for both general obligation bonds and tax notes from Standard & Poor’s.
Finally, the County has a “Prime-1" rating for general obligation tax notes from Fitch.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10
percent of its total assessed valuation (i.e., State Equalized Value). The current debt limitation for the
County is $1,854,553,316, which is significantly in excess of the County’s outstanding general
obligation debt.

Additional information on the County’s long-term debt can be found in note I11.G on pages 66-71 of
this report.

-15-



Economic Factors and Next Year’s Budgets and Rates

The following factors were considered in preparing the County’s biennial budget for the 2006 and
2007 fiscal years:

= The Michigan economic downturn and prior stock market declines have a continuing
impact on the County’s fiscal operations. Stock market declines have increased the
County’s funding obligation for its defined benefit pension plans. This trend will continue
into the foreseeable future.

= The County has continued its commitment to the 3% annual salary increase for all
employees, as negotiated in union contracts, as well as fringe benefit — health care,
retirement, and others - rate increases.

=  The unemployment rate for the County is currently 4.4%, slightly higher than a year ago.
This compares favorably to the state’s average unemployment rate of 6.8% and the
national average rate of 4.6%.

= Michigan has two constitutional laws that limit property tax growth to the rate of inflation
or a maximum allowable increase in an assessment of 5.0%, whichever is smaller. For the
2006/2007 budget the applicable inflation rate is only 3.3%. Therefore, property tax
revenues are budgeted to increase 6.0% in 2006 and 2007 due to new construction being
added to the tax rolls and transfers of ownership.

= The State of Michigan has been dealing with projected budgetary shortfalls for the past
three years and is projected to continue into the future, at least until 2008. The State has
passed legislation that provides a funding mechanism to serve as a substitute for state
revenue sharing payments. Annually, the County may make use of amounts equal to
2004/05 State revenue sharing payments adjusted for inflation.

= The County has committed to maintaining a general fund balance that is at least 8.0% of
operating expenditures.

= Financial trends in the region compare favorably to national indices. Analysis of revenue,
expenditure, operating position, debt structure, unfunded liabilities, condition of capital
plant, and community needs and resources indicators are examined across time to provide a
framework for objective investigation.

Contacting the County’s Financial Management

This financial report is designed to provide a general overview of the County’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided
in this report or requests for additional financial information should be addressed to Washtenaw
County Finance Department, 220 North Main Street, P.O. Box 8645, Ann Arbor, Michigan 48107-
8645.
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Government-wide Financial Statements



Assets
Cash and pooled investments
Receivables, net
Prepaid items and other assets
Capital assets not being depreciated
Capital assets being depreciated, net

Total assets

Liabilities
Accounts payable and accrued expenses
Accrued interest payable
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year

Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted for:
Debt service
Capital projects
Other purposes
Unrestricted

Total net assets

The accompanying notes are an integral part of these financial statements.

WASHTENAW COUNTY
Statement of Net Assets
December 31, 2006

Primary Government

Governmental Business-type Component
Activities Activities Total Units

$ 95993776 $ 11,576,086 $ 107,569,862 $ 16,906,361
48,762,383 11,039,323 59,801,706 49,378,145
1,681,817 - 1,681,817 1,431,162
25,481,381 - 25,481,381 20,240,971
97,820,417 - 97,820,417 175,584,680
269,739,774 22,615,409 292,355,183 263,541,319
8,258,220 6,081 8,264,301 9,597,606
108,167 511,016 619,183 338,418
16,572,308 853 16,573,161 -
6,005,655 12,002,014 18,007,669 5,586,471
63,452,458 9,572 63,462,030 44,292,099
94,396,808 12,529,536 106,926,344 59,814,594
90,342,374 - 90,342,374 166,577,582
14,815 - 14,815 1,548,691
6,536,765 - 6,536,765 9,634,758
261,284 - 261,284 -
78,187,728 10,085,873 88,273,601 25,965,694
$ 175342966 $ 10085873 $ 185428,839 $ 203,726,725
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WASHTENAW COUNTY
Statement of Activities
Year Ended December 31, 2006

Program Revenues
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Operating Capital
Charges for Grants and Grants and Net (Expense)
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary government
Governmental activities:
Legislative $ 539,323 $ - 8 - 3 - $  (539,323)
Judicial 24,021,026 4,074,640 6,742,005 - (13,204,381)
General government 17,350,638 5,821,567 2,609,394 37,728 (8,881,949)
Public safety 46,907,810 12,021,420 3,123,235 - (31,763,155)
Public works 869,372 184,188 462,125 38,713 (184,346)
Health 38,859,023 3,227,343 28,427,257 - (7,204,423)
Social services 30,222,984 1,042,936 18,896,219 - (10,283,829)
Culture and recreation 7,998,879 3,225,036 272,680 - (4,501,163)
Other activities 4,506,919 141,646 306,735 - (4,058,538)
Interest on long-term debt 1,375,511 - 489,656 - (885,855)
Total governmental activities 172,651,485 29,738,776 61,329,306 76,441 (81,506,962)
Business-type activities:
Delinquent tax collection 908,669 2,896,431 - - 1,987,762
Property foreclosure 288,376 660,333 - - 371,957
Brownfield revolving loan 11,960 - 11,960 - -
Principal residence exemption 9,968 9,425 - - (543)
Total business-type activities 1,218,973 3,566,189 11,960 - 2,359,176
Total primary government $ 173,870,458 $ 33,304,965 $ 61,341,266 $ 76,441 $ (79,147,786)
Component units
Department of Public Works Projects $ 2,144,047 $ -3 - $ 3,773,679 $ 1,629,632
Drain Commissioner 1,379,143 162,086 - 3,537,362 2,320,305
Hazardous Materials Response Authority 66,987 56,309 23,426 - 12,748
Road Commission 26,184,431 - 43,175,830 - 16,991,399
Total component units $ 29,774,608 $ 218,395 $ 43,199,256 $ 7,311,041 $ 20,954,084
Continued...



WASHTENAW COUNTY

Statement of Activities (concluded)

Changes in net assets
Net (expense) revenue

General revenues:
Property taxes
Grants and contributions not
restricted to specific programs
Unrestricted investment earnings
Transfers - internal activities

Total general revenues
and transfers

Change in net assets

Net assets, beginning of year, as restated

Net assets, end of year

Year Ended December 31, 2006

Primary Government

Governmental Business-type Component
Activities Activities Total Units

$ (81506,962) $ 2,359,176 $ (79,147,786) $ 20,954,084
95,271,757 - 95,271,757 -
366,250 - 366,250 -
4,150,209 763,766 4,913,975 942,686
2,838,959 (2,759,887) 79,072 -
102,627,175 (1,996,121) 100,631,054 942,686
21,120,213 363,055 21,483,268 21,896,770
154,222,753 9,722,818 163,945,571 181,829,955

$ 175,342,966 $ 10,085,873 $ 185,428,839

$ 203,726,725

The accompanying notes are an integral part of these financial statements.

-19-






WASHTENAW COUNTY
Balance Sheet - Governmental Funds
December 31, 2006

Community
Support & Revenue County
Treatment Parks and Sharing Debt
General Services Recreation Reserve Service
ASSETS
Assets
Cash and pooled investments $ 9,034,209 $ - $ 19,617,154 $ 23,720,315 $ 166,381
Receivables:
Taxes - current 3,157,984 - 10,013,320 19,296,535 2,809,175
Taxes - delinquent 260,765 - - -
Accounts 59,857 2,530,578 - -
Interfund receivable - - - -
Due from other funds 551,801 - - -
Due from other governments 1,034,834 10,181 - 4,869
Notes receivable - - - -
Advances to other funds 141,069 - - -
Prepaid items - - - -
TOTAL ASSETS $ 14,240,519 $ 2,540,759 $ 29,630,474 $ 43,016,850 $ 2,980,425
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 268,238 $ 362,522 $ 53,356 $ $ -
Accrued liabilities 1,798,879 674,332 87,568 73,099
Due to other governments - - - -
Interfund payable - 457,441 - -
Due to other funds 730,000 - - -
Deferred revenue 2,950,117 - 10,359,842 2,906,390
Advances from other governments - - - -
Total liabilities 5,747,234 1,494,295 10,500,766 2,979,489
Fund balances
Reserved:
Reserved for land acquisition - - 5,020,182 -
Reserved for long-term advances 141,069 - - -
Reserved for prepaid items - - - -
Unreserved:
Undesignated 8,352,216 1,046,464 14,109,526 43,016,850 936
Undesignated, reported in nonmajor:
Special revenue funds - - - -
Debt service funds - - - -
Capital projects funds - - - -
Total fund balances 8,493,285 1,046,464 19,129,708 43,016,850 936
LIABILITIES AND
FUND BALANCES $ 14,240,519 $ 2,540,759 $ 29,630,474 $ 43,016,850 $ 2,980,425

The accompanying notes are an integral part of these financial statements.
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County Other Total
Capital Governmental Governmental
Projects Funds Funds
34,008,687 $ 5,579,134 $ 92,125,880
- - 35,277,014
- - 260,765
11,861 685,262 3,287,558
3,095,188 - 3,095,188
- - 551,801
- 5,155,800 6,205,684
- 240,687 240,687
- - 141,069
- 26,640 26,640
37,115,736 $ 11,687,523 $ 141,212,286
111,416 $ 999,350 $ 1,794,882
750 798,137 3,432,765
- 434,243 434,243
- 2,637,747 3,095,188
37,644 2,130 769,774
- 337,289 16,553,638
- 83,200 83,200
149,810 5,292,096 26,163,690
- - 5,020,182
- - 141,069
- 26,640 26,640
36,965,926 - 103,491,918
- 4,838,325 4,838,325
- 13,879 13,879
- 1,516,583 1,516,583
36,965,926 6,395,427 115,048,596
37,115,736 $ 11,687,523 $ 141,212,286
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WASHTENAW COUNTY
Reconciliation of Fund Balances on the Balance Sheet
for Governmental Funds to Net Assets of
Governmental Activities on the Statement of Net Assets
December 31, 2006

Fund balances - total governmental funds

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Add - capital assets
Deduct - accumulated depreciation

Other long-term assets are not available to pay for current-period
expenditures and therefore are not recorded in the funds.

Discounts and premiums on bonds are reported as other financing uses or
sources in the governmental funds, whereas they are capitalized and amortized
for net assets (and netted against bonds payable)

Add - bond discounts
Deduct - bond premiums

Deferred charges for bond issuance costs are currently expended in the
governmental funds, whereas they are capitalized and amortized for net assets.

Losses on refunding are not reported in the governmental funds, whereas they
are capitalized and amortized for net assets (and netted against bonds payable)

Internal service funds are used by management to charge the costs of certain
activities such as insurance, worker's compensation, and building occupancy
and maintenance. The assets and liabilities of the internal service funds are
included in governmental activities in the statement of net assets.

Certain liabilities, such as bonds payable, are not due and payable in the current
period and therefore are not reported in the funds.

Deduct - bonds, notes and capital leases payable
Deduct - accrued interest on bonds payable
Deduct - accrued compensated absences and other long-term liabilities

Net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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$

115,048,596

162,792,649
(42,270,831)

3,094,682

40,000
(448,914)

707,690

1,157,904

5,197,945

(56,962,606)
(108,167)
(12,905,982)

$

175,342,966




WASHTENAW COUNTY
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended December 31, 2006

Community
Support & Revenue County
Treatment Parks and Sharing Debt
General Services Recreation Reserve Service
Revenues
Taxes $ 66,237,030 - $ 9,738,192 19,296,535 $ -
Licenses and permits 174,530 - - - -
Intergovernmental 5,308,246 19,731,075 - - 470,151
Charges for services 16,911,965 365,040 3,221,211 - -
Fines and forfeits 1,118,938 - - - -
Investment income 1,145,749 - 1,061,558 448,842 1,134
Other 917,865 446,493 214,014 - -
Total revenues 91,814,323 20,542,608 14,234,975 19,745,377 471,285
Expenditures
Current:
Legislative 527,328 - - - -
Judicial 16,216,012 - - - -
General government 11,648,323 - - - -
Public safety 40,911,096 - - - -
Public works - - - - -
Health - 21,681,372 - - -
Social services 1,574,522 - - - -
Culture and recreation 654,343 - 12,340,075 - -
Other 4,506,919 - - - -
Debt service:
Principal - - - - 1,369,476
Interest and fiscal charges - - - - 825,866
Bond issuance costs - - - - -
Capital outlay - - - - -
Total expenditures 76,038,543 21,681,372 12,340,075 - 2,195,342
Revenues over (under)
expenditures 15,775,780 (1,138,764) 1,894,900 19,745,377 (1,724,057)
Other financing sources (uses)
Issuance of bonds - - - - -
Premium on bonds - - - - -
Transfers in 6,958,254 1,280,906 - - 1,723,248
Transfers out (22,332,075) - - (5,920,969) -
Total other sources (uses) (15,373,821) 1,280,906 - (5,920,969) 1,723,248
Net change in fund balances 401,959 142,142 1,894,900 13,824,408 (809)
Fund balances:
Beginning of year, as restated 8,091,326 904,322 17,234,808 29,192,442 1,745
End of year $ 8,493,285 1,046,464 $ 19,129,708 43,016,850 $ 936

The accompanying notes are an integral part of these financial statements.
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County Other Total
Capital Governmental Governmental
Projects Funds Funds

$ - $ - $ 95,271,757
- 2,662,811 2,837,341

- 32,397,459 57,906,931

574,489 3,600,326 24,673,031

- 66,530 1,185,468

875,171 226,765 3,759,219
418,663 3,322,943 5,319,978
1,868,323 42,276,834 190,953,725

- - 527,328

- 6,682,837 22,898,849

- 312,245 11,960,568

- 5,087,227 45,998,323

- 832,179 832,179

- 16,139,353 37,820,725

- 28,190,894 29,765,416

- 844,653 13,839,071

- - 4,506,919

- 1,615,000 2,984,476

- 374,385 1,200,251

183,585 - 183,585
7,136,562 67,375 7,203,937
7,320,147 60,146,148 179,721,627
(5,451,824) (17,869,314) 11,232,098
23,750,000 - 23,750,000
236,004 - 236,004
18,829,469 19,513,999 48,305,876
(15,288,372) (2,623,732) (46,165,148)
27,527,101 16,890,267 26,126,732
22,075,277 (979,047) 37,358,830
14,890,649 7,374,474 77,689,766
$ 36,965,926 $ 6,395,427 $ 115,048,596




WASHTENAW COUNTY
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended December 31, 2006

Net change in fund balances - total governmental funds $ 37,358,830

Amounts reported forgovernmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.

Add - capital outlay 11,070,484
Deduct - depreciation expense (3,657,839)
Deduct - loss on disposal of capital assets (925,743)

Revenues in the statement of activities that do not provide current resources are not
reported as revenues in the funds. (411,976)

Bond proceeds provide current financial resources to governmental funds in the period
issued, but issuing bonds increases long-term liabilities in the statement of net assets.
Repayment of bond principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets.

Deduct - bond proceeds (23,750,000)
Add - bond issuance costs 183,585
Deduct - premium on bonds (236,004)
Add - principal payments on long-term liabilities 2,984,476
Add - principal payments on capital leases 152,524

Accrued interest expense on bonds and the amortization of bond issuance costs,
discounts, premiums and deferred losses are not recorded by governmental funds,
but are reported under interest and fiscal charges for purposes of net assets:

Accrued interest expense 16,962
Amortization of bond issuance costs (67,013)
Amortization of discount on bonds (2,500)
Amortization of premium on bonds 49,484
Amortization of deferred loss on refunding (120,459)

Internal service funds are used by management to charge the costs of certain activities
such as insurance, workers' compensation, and building occupancy and maintenance

to individual governmental funds. The net revenue (expense) attributable to those funds
is reported with governmental activities.

Deduct - net operating income from governmental activities in internal service funds (1,819,597)
Add - interest revenue from governmental internal service funds 390,990
Deduct - net loss on disposal of capital assets in governmental internal service funds (31,756)
Deduct - interest expense and fiscal charges from governmental internal service funds (51,734)
Add - net transfer from governmental internal service fund to debt service fund 698,231

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.
Deduct - increase in accrual for accrued compensated absences (710,732)

Change in net assets of governmental activities $ 21,120,213

The accompanying notes are an integral part of these financial statements.
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Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Investment income
Other

Total revenues

Expenditures
Legislative -
Board of commissioners

Judicial:
Circuit court
District court
Probate court
Probate court - juvenile
Probation department
Public defender

Total judicial

General government:
Information technology
Building authority
Clerk / Register
Human resources
Drain commissioner
Equalization
Planning
Finance
Corporation counsel
Treasurer
Administrator

Allocated to other departments

Total general government

WASHTENAW COUNTY

Statement of Revenue